
Abstract
It is widely believed that independent central banks produce costless low in�ation. Yet a few recent

studies indicate that more independent central banks are associated with higher output costs during

disin�ations. This carries the implication that there are indeed costs associated with autonomy. The

author develops and extends those analyses in two important ways. First, he shows that central bank

independence (CBI) a�ects both the output and the unemployment costs of disin�ation. Because

central banks control only monetary policy, they should not exert a di�erential e�ect on the two ratios,

and there should be a positive relationship between independence and both the unemployment and

the output costs of disin�ations. Second, by including a range of potentially signi�cant political and

institutional controls, the author demonstrates both the importance of political and institutional

determinants of the costs of disin�ation and that CBI is a robust predictor of those costs.
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